
AGREEI'IENT

THIS AGREEMENT, made and entered into this X- day of May,

1gg1, by and between HYDRo CARBON MINING, INC., a utah corporation,

hereinafter referred to as "HYDRO", and TARMAC CORPORATION' a Utah

Corporation, hereinafter referred to as "TARMAC";

WITNESSETH:

WHEREAS, TARMAC has obtained certain lease rights from the

State of Utah to land on which are located deposits and veins of

gilsonite; and

WHEREAS, HYDRO desires to mine and market said gilsonite under

certain terms and conditions;

NOW, THEREFORE, FOR AND IN CONSIDERATION of the mutual cove-

nants, conditions and promises hereinafter set forth, IT IS HEREBY

AGREED between the partiesr ds follows:

l. TARMAC has good and valid leases on the following described

real property and the gilsonite deposits thereon, which real property

leases are described as follows, to-wit i

State of Utah Lease No. M.L' 3265L (Black Gnat) and

State of Utah Lease No. Ivt.L. 34061 (Wi1d Horse),

including all mining equipment located htereon as
listed in the attached Inventory;

all subject to Internal Revenue service lien, if any.

2. TARI4AC by this agreement, for good and valuable considera-

tion, does grant to HYDRO the exclusive right to possession of the

leased premises,and the right to mine gilsonite or other material of

economic value, including the right of management to determine where,

when and what products to mine and extract, and the quantity and

quality to be placed on the market and the prices to be asked there-

from. HYDRO rnay also utilize the leased property for all lawful

purposes.
,

3. Beginning xne K. day of l'VO7l , 1981, and continuing
U

for ten (10) consecutive years, HYDRO agrees to pay to holder or

holders of the lease on said property E913nSuaI minimum royalty of
- pre+f' Fl'$.J nf$twenty-five percent (25t) of neCf (dtter mininfEnd transportation

expenses and royalty costs to the State of Utah).

The basis for said payment shall be TARI'IAC!s tonnage
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and royalty reports to the State of Utah. A11 amounts so accrued

to be paid will be paid forty-five (45) days after the end of the

calendar month in which the gil-sonite is mined.
0tD

4. HYDR{| #itt Ue allowed to operate r:nder the restorative

bond of FIVE THOUSAND DOLLARS ($5,000.00) required by the State of

Utah to facilitate the beginning of mining operations. A11 inter-

est which accrues on the TARMAC bond will be retained by TARI[AC

and at termination of this agreement or upon release or refund of

the bond, the bond shall be returned to TARMAC.

5. HYDRO agrees to develop and mine the property in good miner-

like fashion.

6. HYDRO will comply with all state and federal laws and will

file with the Division of Oil and Gas of the State of Utah all neces-

sar? forms and shall conform to all necessary request of that divi-

sion. HYDRO shall also obtain the necessarlf permits from state and

loca1 governments and the State Land Board to permit mining opera'

tions.
7. HYDRO will comply with all regulations of the Bureau of

Mines and the State of Utah with respect to the mining operations

as the same are reguired in connection with gilsonite mining.

8. Failure or delays in the performance hereof by either party

shall be excused if and so long as caused by acts of God or the

elements, laws or governmental restrictions, Iabor disturbances,

war or the results thereofr or any other cause, whether or not like

those enumerated, which are beyond the reasonable control of the

party whose performance is affected, it being understood that pre-

vention or settlement of any strike or labor disturbance shall not

be a matter within the control of either party.

9. It is distinctly understood and agreed that HYDRO is and

shall be deerned and treated as an independent contractor while per-

forming the terms and conditions of this Agreement, and shall in

no way be considered an employee or agent of TARI.|AC. TARMAC also

is and shall be deemed to be and treated as an independent contrac-

tor while performing the terms and conditions of this Agreement.
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10. HYDRO shall and does hereby agree to indemnify and save

TARMAC harmless against any and all injuries or damages to persons

or property arising out of or in any manner connected with, or

relating to the operations of HYDRO conducted pursuant to this
Agreement, except only such injuries or damages resulting from

TARMACTs sole negligence or intentional misconduct.

11. In addition to the royalty payments required to be made

under paragraph 3 al^'ove, HYDRO agrees within one (1) year from the

date of this Agreement to conduct the following development and

exploration work on the properties:
(a) Either (I) extend Black Gnat mine shaft from 52I feet

Ieve1 to a 561 foot level; or (2) accomplish an exploratory drill
prograrn crossing gilsonite deposit line at 62L foot Ievel; or

(3) both the above, at HYDROTs option.

(b) C1ean out WiId Horse shaft to examine vein surface.

12. TARMAC extends to HYDRO an option to purchase 8501000

sharesr or any portion thereof , af TARt'lACrs capital stock at Ten

Cents ($0.10) per share; this option to be exercised by tender of

payment of purchase price with written Notice of Option. Option

shall be for one (1) year from the date of this Agreement.

13. .Operations by HYDRO under this Agreement will not violate

any federal, state or local laws or regulations, including air
and water pollution standards. HYDRO expressly understands and

agrees that it shall be solely responsible for compliance with such

laws and regulations and settlement of any and all complaints

resulting from alleged violation of federal, state or local laws

and regulations.

14. It is agreed that should either party to this Aqreement

conrnit a material breach of the terms and conditions hereof, the

injured party may give written notice of said breach by certified

mail to the other party. If the breach is not corrected within

sixty (60) days after said notice, this Agreement may be terminated

by giving written notice of such termination by certified mail to

the other partY.
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15. AIl notices required to be given hereunder shall be given

byregisteredmailrpostageprepaidraddressedasfollows:
To HYDRO: / e ? S AJ z oo ri e s-f- #q C-

/)n -.,I flQu c' / Lt f4./,- Y 9 eO j

To TARIIAC: fl. . t A/e- &(
Z VC. J r, n rJ! y . u o^r' 'i -! _.I cr.r"L_-\'; 

/ I 11la1 -fi { / t" /-t zor1I
{)'InaIlri.' 't:'4", L'/*L 5 r// t'

lG. HyDRo must maintain during the terms of this Agreement the

following insurance:

(a)StatutoryWorkmen,sCompensationlnsurance
for all emPloyees of HYDRO'

(b) All other insurance as may be required by
federal, state or local laws'

LT.ThisAgreementsha]lbevalidforaslongasthemineral

leases from the state of utah are valid and for any extensions there-

of. TARMAC agrees to keep and faithfully perform aI1 ob]-igations

on said leases and to apply for and obtain all legal and possible

extensions. HYDROTs rights under this Agreement shall not be termi-

nated excePt for cause'

18. In the event of termination, HYDRo shall have sixty (60)

days within which to remove all its inventory and equipment from

the premises-

19. TARMAC shall have the right to examine HYDROTs books rela-

ting to mining and production on reasonable notice'

20.IntheeventHYDRoexercisesitsoptiontopurchaseTARMAC

stock, the funds received will be expended in the following priority:

(a) Pay lease obligations to State of Utah;

(b)Payalltaxes(I'R'S'andStateofUtah);
(c) Debt to FIRST SECLRITY BAIIK; and

(d) A11 other creditors, Pro-rata'

2L. This Agreement, together with any additional provisions

which may be amended hereto, contains the entire understanding of

the Parties.
22. This Agreement shall bind' and inure to the benefit of the

parties hereto, their executors, administrators' legal representa-

tives', successors or assigns'
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23. This Agreement shall be governed and construed under the

Laws of the State of Utah.

24. BOrtI PARTIES SHAIL TREAT THIS CONTRACT CONFIDENTIAI,LY,

AIiTD TNFORMATION CONCERNTNG THIS CONTRACT SHALL BE }4ADE A\ATI,ABLE

ONLY TO THOSE PERSONS T{HO REQUIRE THE SAII'IE F'OR IIIE PERFORMANCE OF

THIS CONTRACT.

IN WITNESS WHEREOF, the parties hereto have set their hands

the day and year first above written.

TARMAC CORPORATION

HYDRO CARBOI{ }!rNING, INC.

STATE OF UTAH

conNrY * J.t*&a* ,

Before me, a l{otaryr p€rsonalry appeared R"&rfu J- g^*^-
-g a)ana dr4ca .(4 . -V/a-<-p- , who acknowledged to me that they are

the President and Secretary of TARIIIAC CORPORATION, and that they

signed the foregoing document in their official capacities, Pr-lrsuant

to a Resolution of the Board of Directors of TARIIIAC CORPORATION.

IN WIII{ESS WIIEREOF, I have hereunto set my hand and seal this

Jtu^y or , 1981.

My commission expires:

ATTEST:

Secretary

Notary P

- ,8'( ?- 34 Residing
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STATE OF

COT'NTY OF

)

)

ss.

Notary, personally appeared

'and , who acknowledged to me

President and Secretary of HYDRO CARBON !|INING, INC., and that they
signed the foregoing document in their official capacities, pursuant

to a Resolution of the Board of Directors of TARIT|AC CORPORATION.

that they are the

Residing

My commission expires:

8 -/?- s4


